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1.00 INTRODUCTION 

1.01 A.F.Ferguson & Co. (AFF) were retained by United States Agency for 
International Development (USAID-India), New Delhi under the Indefinite 
Quantity Contract No. 386-1-03-98-00235-00, Task Order No. 03 to carry out 
a financial review of the USAID's cooperative agreements with the following 
thee  organisations for India operations: 

(1) INTRAH - Program for International Training and Health 
(2) PATH - Program for Appropriate Technology in Health 
(3) Population council. 

1.02 AFF has completed the assignment as per the scope of work stated in 
the "Statement of Work" provided by USAID-India and is submitting the draft 
report on the above assignment. 

1.03 As per the requirements of USAID-India, this report is organised as 
follows in the subsequent sections: 

(1) Executive summary 
(2) Background and scope of work 
(3) Review methodology and work done 
(4) Details of AFFfs findings. 



2.00 EXECUTIVE SUMMARY 

2.01 This chapter provides the executive summary of AFF's report in 
respect of the study on the financial review of the USAID's cooperative 
agreements with the following three organisations for India operations: 

(1) rNTRAH 
(2) PATH 
(3) Population Council. 

Studv focus 

2.02 All the above organisations have their head offices in USA, which 
have entered into co-operative agreements with USAID (Washington D.C.) to 
fund certain projects. In line with these agreements their additional1 regional 
offices in India provide technical assistance to the projects funded by USAID. 

2.03 In the above context, AFF were retained to review the systems and 
accounting records of the three organisations in respect of the India operations 
for the period from January, 2000 to June, 2000 with a view to ensure that: 

(1) Costs incurred under the contract are allowable 

(2) Adequate internal controls exist 

(3) Terms and conditions as laid down in the contract with USAID 
are complied with. 

Scoue of work 

2.04 The relevant extract from the "Statement of Work" provided by 
USAID-India outlining the scope for the assignment is provided hereunder: 

(1) Determine that costs incurred are allowable, allocable and 
reasonable under the agreement terms and to identify the 
exceptions that have occurred or are likely to occur as a result 
of inadequate controls 

(2) Evaluate the internal control structure, assess control risks and 
to identify exceptions, including material internal control 
structure weaknesses 

(3) Determine whether the organisations complied with the 
agreement terms and the applicable laws and regulations. 

2.05 The detailed scope of work for the assignment is provided in chapter 3 
of this report. 



AFF's review - Samnle 

2.06 AFF reviewed the relevant internal control structure1 -policies and 
procedures and the terms and conditions of the applicable laws and regulations 
in respect of the main areas of financial operations covered as a part of this 
study. For the purpose of compliance testing1 transaction audit, the samples of 
transactions were selected as follows: 

(1) The expenses for the month of January 2000 and May 2000 
(June 2000 in case of Population Council) were checked in 
detail (100% checking was done for these two months). The 
checking covered the following: 

(a) cash and bank vouchers and related records 
(b) bank reconciliation statements 
(c) expense reports 

(2) A review was carried out for the remaining period. The review 
involved general scrutiny of expenses and expense reports. 

Overall conclusion 

2.07 Overall, the internal control structure and the accounting system and 
records are adequate in respect of the project activities carried out in all the 
three organisations. 

2.08 In essence, the significant terms and conditions as provided in the co- 
operative agreements and other applicable guidelines are being followed with 
adequate controls and checks. 

AFF's findinos 

2.09 AFF's findings and the concerned organisation's comments are 
provided in Chapter 5 of this report. 



3.00 BACKGROUND AND SCOPE OF WORK 

3.0 1 This chapter contains the following: 

( 1 )  Objectives of the assignment 
( 2 )  Background of the assignment 
(3) Scope of work. 

Obiecti\,es of the assignment 

3.02 The main objectives of the assignment are to determine the following with respect 
to the Indian operations of the three organisations. 

( I ) That the costs incurred under the agreements are allowable 
( 2 )  That an adequate system of internal controls is maintained 
( 3 )  That the organisations complied with contract terms. 

BACKGROUND OF THE ASSIGNMENT 

3.03 USAID, Washington has entered into cooperative agreements with the three 
organisations viz. INTRAH, PATH and Population Council for provision of technical 
assistance for the following projects: 

( I ) Innovations in Family Planning Services (IFPS) 
(2) Program for Advancement of Commercial Technology- Child and 

Reproductive Health Program (PACT-CRH). 
(3) Horizons 
(4) Frontiers. 

3.04 The funds are released by USAID Washington office to the organisation's Head 
Office. The India office of the organisations receive funds from their HO. Depending 
upon the type of office of the respective organisation i.e. ROi Field office the 
disbursements are made by the India offices for the activities camed out in the region1 
FO. 

3.05  The assignment requires the financial review of the USAID funded activities in 
India of the three organisations with a view to meet the objectives laid down in para 3.02 
above. 

3.06 The financial review was to be carried out for the period January' 2000 to June' 
2000. 



Scope of \ \ . ~ ~ l i  

3.07 The relevant extracts of the scope of work for the assignment as per the Statement 
of Work provided by USAIDIIndia are given below : 

(11) Determine that costs incurred are allowable, allocable and reasonable 
under the agreement tenns and to identify the exceptions that have 
occurred or are likely to occur as a result of inadequate controls 

( 2 )  Evaluate the internal control structure, assess control risks and identify 
exceptions, including material internal control structure weaknesses 

( 3 )  Determine whether the organisations complied with the agreement terms 
and the applicable laws and regulations. 

3.08 The scope of work included the following steps in respect of the different study 
areas. 

Eligibilitv of costs 

(1) Review costs billed as well as costs incurred, identifying and quantifying 
questionable costs. 

(2) Review the foreign exchange rates at which disbursements have been 
recorded and claimed. Verify that reimbursement claims were prepared at 
these exchange rates. Note exceptions and if these resulted in any excess 
billings to USAID 

(3) Review accounting records maintained by the respective offices to 
determine whether costs incurred were properly booked 

(4) Review the procedures used to control the funds, including bank 
reconciliation 

( 5 )  Review procurement procedure for determining that sound commercial 
practices including competition were used, reasonable prices were 
obtained and there were adequate controls over the quality and quantity 
received 

(6) Review commodities to determine whether: 

(a) they are accounted for I 

(b) control procedures exist and have been placed in operation to 
adequately safeguard them, and 



(c) whether the commodities have been used for their intended 
purposes in accordance with the agreements 

(7) Review if any advances have been claimed as expenditures 

(8) Review if a system is in place to recover1 return to USAID at the end of 
the project, initial deposits made for procuring office1 residential space, 
STD1 ISDI facilities on mobile phones etc. 

Internal Control Structure 

( 1 )  Evaluate and document the organisations internal control structure to 
obtain a sufficient understanding of the design of relevant control policies 
and procedures. Major internal controls to be evaluated include systems 
for : 

(a) ensuring that charges in respect of the project are proper and 
supported 

(b) management of cash on hand and in bank accounts 

(c) procurement procedures and practices 

(d) receiving and inventory functions 

(e) management of personnel functions such as time keeping, salaries 
and benefits 

( f )  management and disposition of commodities 

(g) ensuring compliance with agreement terms and applicable laws 
and regulations 

( 2 )  Test check and comment on the adequacy of the functioning of the internal 
controls using the information gathered in (1) above and to test check 
results to determine the nature: timing and the extent of tests to be 
performed 

Compliance with a~reement  terms 

(1 ) If payments have been made in accordance with agreement terms; 

( 2 )  If funds have been expended for any unauthorised purposes; 

(3) If there are questionable costs and why these are not considered 
appropriate; 



(4) Whether any commodities are unaccounted for or not used for intended 
purposes; 

(5) If financial reports and reimbursement clainls are supported by books and 
records. 

(6) If pertinent agreement terms, laws and resulations are complied with 



4.00 REVIEW METHODOLOGY AND WORK DONE 

3.01 The review methodology adopted to carry out the assignment and the work done 
are pro\.ided in the subsequent paragraphs. 

3.02 The work on the assignment was broadly divided into two stages as follows 

First stage 

(1) Initial meeting with the concerned officials and staff of the Controller's 
office1 Regional Contracting Office (RCO), USAID, India 

( 2 )  Preliminary meeting and discussions with the concerned officials of the 
three organisations with a view to obtain an overview of the systems and 
procedures followed for accounting of expenditure incurred under the 
agreements 

( 3 )  Based on the above discussions, AFF developed a work plan detailing the 
following : 

(i) AFF's understanding of the task 
(ii) The broad activities we propose to carry out to address the task 

objectives 
(iii) Basis of sample selection for the financial review 
(iv) Time schedule for financial' review activities. 

(4) Discussion and finalisation of the work plan with the concerned officials 
of the Controller's office1 Regional Contracting Office (RCO). (A copy of 
the work plan is enclosed as Appendix I. 

Second Stage 

(1)  Actual review and verification work at the offices of the three 
organisations in accordance with the work plan 

( 2 )  Discussion of the findings as they are developed with the officials of the 
respective organisations 

( 3 )  Preparation and submission of the draft and final reports on the financial 
review carried out, incorporating the required details. 

4.03 This is the draft report containing AFF's findings and recommendations on the 
financial review. 



4 O i l  The final report shall be submitted aftcr obtaining cornments of the USAID, India 
o n  the draft report and discussion of  the same with USAID and respective organisations. 
Kccessar!, changes shall be incorporated in the draft report based on the discussions. 



5.00 AFF's FINDINGS 

5.01 I'ilis chapter contains the following in respect of the financial review carried out 
for each of the three organisations. 

(1 )  Brief background of the organisations 
( 2  Overview of existing systems and related internal controls 
(2) AFF's findings and organisation's response 

5.02 The existing systems and procedures and the internal controls are discussed in 
respect of the following main areas: 

( I ) Receipt of funds and fund management 
2 )  Cash transactions 
(3) Bank transactions 
(4) Accounting for expenses 

(i) Salaries and benefits 
(ii) Travel expenses 
(iii) Procurement of fixed assets and miscellaneous items 
(iv) Consultants payments 

( 5 )  Preparation and submission of expense report 

5.03 AFF's findings are presented under the following main heads: 

(a 1 Internal control 
(b) Eligibility of costs 
(c) Compliance with agreement terms and conditions 

(the response of the organisation in respect of AFF's findings are provided against 
each finding) 

INTRAH 

BRIEF BrlCKGROUND OF INTRAH 

5 04 The USAID's funds for providing technical assistance and training for the 
l~lnovations in Family Planning Services (IFPS) project, are channeled through several 
cooperating agencies. One of the cooperating agency is the University of North Carolina 
(LWC) at Chapel Hills (CH), USA. 

5 05 The UNC has entered into a global cooperative agreement (PRIME 11) with 
1 .SAID (Washington) to provide technical assistance to IFPS. PRIME I1 focuses on the 
improvement of performance of service providers in reproductive health. 



5.06 In India. the project is implemented through Progran~n~e for International 
Training and Health (INTRAH) in collaboration with SIFPSA. 

5.07 INTRAH pro\,ides teclmical assistance to strengthen institutions and organisations 
In\ olved in training the front line and primary health workers in the area of reproductive 
health. It has developed three major interventions to increase capacity and capability of 
the senicr  providers which are as follows: 

Auxiliary Nurse Midwives (ANM's) ' (2  Traditional Birth Attendants (TBA's) 
( )  Private Practitioners of Indigenous System of Medicines (ISM) 

5.08 Besides the above it also provides technical assistance to the CPSM (Community 
Partnership Sr Safe Motherhood) project. 

Organisation structure 

5.09 mTRAH's office in India is the Asid  Near East Regional Head office with 
countu offices in Bangladesh and Yemen. It is headed by a Regional Director and 
supported by Regional Managers who specialise in different areas. The organisation 
structure of INTRAH's India office and the geographical spread of the organisation as a 
whole is provided in Exhibit I. 

OVERVIEW OF EXISTING SYSTEMS AND RELATED INTERNAL 
CONTROLS 

5.10 An overview of the existing systems and related internal controls is given in 
.Appendix 11. 

AFF'S FTXDINGS AND ORGANISATION'S RESPONSE 

Internal controls 

Funds reconciliation 

The project office (Intrah office in India) receives funds in USD from its Head Office. 
The h n d s  are received in the dollar bank account and based on the requirement, 
funds are transferred periodically to the Rupee bank account for meeting India office 
expenses. As a part of the financial review a reconciliation of funds for the rupee 
account was carried out for the period of review (January' 2000 to June' 2000). The 
reconciliation showed a difference of Rs. 25 1.  (The fund reconciliation statement is 
provided in Exhibit IT). 

The project authorities carried out a detailed checking of all the transactions for the 
period but could not provide any explanations for the difference. 



EXHIBIT I 

GLOBAL PLACEMENT OF INTRAH 

USAID (Washington) 

UNIVERSITY OF NORTH CAROLINA (UNC) at Chapel Hills 

School of Medicine 

Przgramme for International Training in Health (INTRAH), Headquarters 
located at Chapel Hills in USA. 

Renional Offices 

West/ North Africa 

India HO located in New Delhi 

I Country offices I 







Since the a~nount of difference is not significant and keeping in view the systems and 
procedures followed by the project authorities we feel that there may not be a 
significant impact of the unreconciled amount on the reporting by the project office. 
Ho\ie\.er, the project authorities should carry out further detail checking and analyse 
the reasons for the difference. 

I'oucher preparation 

The project prepares bank payment voucher and cash payment voucher (for cash 
payments of non-routine nature). In case of cash payments of routine nature the 
supportings are treated as vouchers and no separate voucher is prepared for the same. 
These are kept in a folder. 

The above vouchers/ supportings are not serially numbered at the time of accounting 
of pa!.ment transaction. These are numbered only at the month end at the time of 
preparation and submission of expense report to the HO. In addition, no reference is 
given in the cash/ bank book of the voucher number. The trail of the vouchers for 
transactions appearing in the cash/ bank book cannot be maintained. 

According to the project authorities the current system is followed keeping in view 
the volume of the transactions (approximately 30 in a month) 

Cash payments 

Cash payments are made for expenses both of routine and non-routine nature. In the 
case of payment for non-routine expenses prior approval is required from the 
Regional Manager. However the expenses to be classified as non-routine espenses are 
not laid down clearly. 

,4FF was informed that the routine expenses are generally in the nature of office 
supplies, local conveyance, courier charges, small repairs and maintenance, etc. All 
other cash payments, which do not fall under the above category, are non-routine in 
nature. 

Howe\.er during the course of our checking on test check basis no case was observed 
mrhere the non-routine expenses was not approved by the RM. 

The monetary limits of cash payments have not been laid down. The expenses are 
made in cash based on the nature of expenses. 

According to the project authorities the cash payments are made for small expenses of 
routine nature. For any non- routine nature payment through cash, prior approval is 
taken. 

During the course of our checking carried out on sample basis, the maximum amount 
of cash payment was found to be of Rs. 423 1. 



I t  is recommended that along with the classification of cash payments in routine and 
nnn-routine expenses the monetary limit shall also be laid down. 

Esperlse reporting 

The e\penses incurred in India are paid in rupees. At the month end all the expenses 
foi the month are reported in the Expense Report in rupee and USD equivalent. The 
iupee espenditure is converted in USD equivalent following monthly weighted 
a\ eraze exchange rate. This method of computing the exchange rate does not ensure 
that the espenditure is reported at the rate at which the h n d s  were transferred from 
the dollar account to the rupee account. Though the variations observed were not very 
significant, in case of major fluctuation in foreign exchange rate, in h ture  the 
\.ariations may become significant. 

The project authorities agreed with the above observation and mentioned that since 
the fluctuations were not significant over the period of review (January' 2000 to June' 
1000) the reporting may not have effected. 

Compliance with the agreements 

INTR4H's global co-operative agreement with USAID (Washington) does not 
speci% any specific clause1 provision for India operations. The agreement was 
applicable to the extent of travel and procurement guidelines. Other clauses in the 
agreement i.e. budget, reporting and evaluation, key personnel, indirect cost, etc. are 
applicable for the organisation as a whole and therefore complied with by the HO.. 

The project office has generally complied with the agreement terms to the extent 
applicable. 

The project authorities follow their own standard operating procedures which inter 
alia lays down the per diem rates for travel. It was observed that the per diem rates 
laid down in the standard operating procedures are lower then the rates prescribed in 
the .41D guidelines. (e.g. for travel to USA the per diem rate for travel to University 
of North Carolina (UNC) specified by the AID guidelines is 38 USD, against which 
the procedures provide for a per diem rate of 28 USD. Similarly for domestic travel 
the AID guidelines provide for 36 USD for travel to other cities (other than five 
specified cities) whereas the procedures provide for maximum of 1500lday (approx. 
3 5  USD)). 

PATH 

BRIEF BACKGROUND OF PATH 

5 1 1 PATH is an international, non-profit, non-governmental organisation dedicated to 
 inp proving health, especially the health of women and children. PATH identifies, 



develops and applies appropriate and innovative solutions to public health problems, 
particularly in low resource settings. 

5.12 
USA1 
Child 

The HO of PATH located in USA has entered into a co-operative agreement with 
D (\il) for funding the Program for the Advancement of Con~mercial Technology- 

and Reproductive Health Program (PACT-CRH). In India, PATH provides 
technical assistance to the above project, which is inlplenlented in collaboration with 
ICICI. 

5 .13 The PACT-CRH Project is targeted towards the growing demand and 
opportunities for private sector involvement in child and reproductive health and AIDS 
prevention products and services. 

Organisation structure 

5.14 PATH'S Headquarters and a program office are located in Seattle, Washington. 
Additional offices are located in a number of places all over the world including India. 
The office in India is located in New Delhi and is headed by a Resident ~ d v i s o r  (R.A). 
The organisation structure of the India office (where the review was carried out) is 
provided in Exhibit 111. 

OVERVIEW OF EXISTING SYSTEMS AND RELATED INTERNAL 
CONTROLS 

5.15 An overview of the existing systems and related internal controls are given in 
Appendix I11 

AFF'S FINDINGS AND ORGANISATION'S RESPONSE 

Internal controls 

Receipt of funds and fund management 

The PATH office in India (the Project Office) receives funds from its HO and incurs 
expenditure for India operations for which it maintains a Rupee Bank Account. As a 
part of the financial review a reconciliation of funds was carried out for the period of 
review (January 2000 to June 2000). The reconciliation showed a difference of Rs. 
335.00. (The fund reconciliation statement is provided in Exhibit IV). 

The project authorities could not provide any explanations for the difference. 

Since the amount of difference is not significant and keeping in view the systems and 
procedures followed by the project authorities we feel that there may not be a 
significant impact of the unreconciled amount on the reporting by the project office. 
However, the project authorities should carry out a detail checking and analyse the 
reasons for the difference. 





EXHIBIT IV 

Funds reconciliation for PATH for the s ix  mont l is under review _L__ ( ) 
i 

Opening balance as on 01/01/2000 as per the bank statement 1 2265494 

Add: Funds received during the six months period from the Head office j 9267860 

Total Funds 

Less : December '99 cheques outstanding cleared subsequently 

Less : Expenses reported during the six months as per the Expense Report 

Add : Outstanding cheques of May '00 & June '00 

Closing funds 

Closing balance as on 30106/2000 as per the bank statement 

Balance unreconciled 

11533354 

387251 

6887740 

372005 

4630368 

4630033 

335 

- 



The project authorities do not maintain a cash and bank book. Therefore receipt and 
the pa~.ment transactions remain unaccounted on a daily basis. At the end of each day, 
the cash is tallied on a rough sheet of paper and the same is not kept as a record. At 
an! particular point of time the cash and bank balance cannot be known. Further on 
loss of any voucher the expense may remain unaccounted. 

In the absence of the bank book, the project authorities prepare bank reconciliation 
statement at the end of the month after preparing the expense report for the month and 
comparing the expense report with the bank statement for payments made by cheque. 

The project authorities informed that since the number of transactions are not high, 
maintaining a cash and bank book was not felt necessary. 

Cash payments 

The cash payments are made by each of the project off~ces out of the advance 
released to them. The payments are generally in the nature of office supplies, local 
conveyance, office boy's salary etc. No written prior approval from the Program 
Officer is taken prior to the incurrence of cash expenses. Further, no monetary limit 
for cash payment is specified by the project authorities. 

Exchange rate for preparation of monthly expense report 

The conversion of rupee expenses in USD equivalent in the monthly expense report is 
done at the exchange rate at which the funds were received in the month of reporting 
irrespective of the amount of funds received and expense reported. In case the funds 
are nor received in a particular month then the rate at which the funds were last 
received is taken as the exchange rate. 

As per the project officials the system followed is as per the instructions from their 
Head Office. 

Espenses for other projects 

The project office in India also incurs expenditure for projects other then the PACT- 
CRH project. These expenses are recorded under the respective project codes and 
reported separately in the Expense report prepared and submitted to their HO. Details 
of the expenses incurred for other projects is provided in Exhibit V 

However. AFF was informed that these expenses were incurred at instance of the HO. 



Exhibit V 

Details of the expenses incurred for other proiects 

- AMOUNT (Rs) ' RIONTH 
1 
I January 2000 

Feb 2000 
I 

1 March 2000 

PROJECT CODE 

April 2000 

1234-0240-00 
1235-0505-00 
99 10-006 1-00 

,-- 

i May 2000 

6670.00 
62539.00 

11 0220.00 
0777-0001 -0 1 
0777-0001 -0 1 

5 1229.00 
1 15243.00 

1234-0240-00 
99 10-006 1-00 

13840.75 
12140.00 



Compliance \vith the azreements 

PATH'S global co-operative agreement with USAID (W) does not specify the specific 
clausi.si provisions for the India operations. The agreement was applicable to the 
exieni of travel and procurement guidelines. Other clauses in the agreement i.e. 
budset. reporting and evaluation, key personnel. indirect cost. etc. are applicable for 
the or~anisation as a whole and therefore complied with by the HO. 

In addition, the project office has its own internal guidelines which are generally been 
follo\ved. 

'Tra\,el guidelines 

The project office follows the internal guidelines in respect of per diem rates for 
reimbursing the meals and incidental expenses of the traveller. It was observed that 
these rates were more than the rates prescribed by USAID. For e.g. in country travel 
to certain places (other than metro cities and Bangalore) the Per diem rates as per 
USAID is 36 USD and 53 USD (if the invoices for the expenses are produced). As 
against this the project authorities pay 53 USD without any supporting invoices. 

The project authorities clarified that as per para 3.9 (f) of the co-operative agreement, 
the USAID guidelines for travel are applicable only if the recipient does not have 
written established policies regarding travel costs. Since PATH has written guidelines 
for tra\ el. therefore USAID guidelines are not followed. 

POPULATION COUNCIL 

BRIEF B-ACKGROUND OF POPULATION COUNCIL 

1 Population Council, a non-profit, non-governmental research organisation 
established in 1952. seeks to improve the well being and reproductive health of current 
and future generations around the world and to help achieve a humane, equitable and 
sustainable balance between people and resources. 

5.1 7 The Head office of Population Council located in USA has entered into co- 
operatibe agreements with USAID (W) for funding of the following two projects: 

( I )  Horizons 
(2) Frontiers 

5.1 8 In India, Population Council provides technical assistance to the above projects 
11 hich are implemented through sub-contractors 

5.19 The Horizons Project aims at refining the response to HIVIAIDS through global 
operations research. Frontiers aims at improving reproductive health. 



Organisation structure 

5.70 Population Council's Head office is located in New York, USA. It maintains an 
International presence through its five regional offices and 15 country offices. The 
Regional Head office for South and East Asia is located in India There are 5 country 
offices in the region. The office in India is located in New Delhi and is headed by a 
Regional Advisor (RA). The organisation structure of the India office (where the review 
was carried out ) is provided in Exhibit VI. 

OVERVIEW OF EXISTING SYSTEMS AND RELATED INTEmAL 
COIVTROLS 

5.21 An overview of the existing systems and related internal controls are given in 
Appendix IV. 

AFF'S FINDINGS AND ORGANISATION'S RESPONSE 

Internal controls 

Exchange rate 

The rupee expenditure is converted in USD equivalent following monthly weighted 
average exchange rate for reporting in monthly expense report. This method of 
computing the exchange rate does not ensure that the expenditure is reported at the 
rate at which the funds were transferred from the dollar account to the rupee account. 
Though the variations observed were not very significant, in case of major fluctuation 
in foreign exchange rate, in future the variations may become significant. 

The project authorities agreed with the above observation and mentioned that since 
the fluctuations were not significant over the period of review (January' 2000 to June' 
2000) the reporting may not have effected. 

Bank book and BRS 

Tlle bank payments for the projects funded by USAID i.e. frontiers and Horizon are 
made by the Central office of Population Council. The project authorities do not 
maintain bank book in respect of both the dollar and rupee account. The receipt and 
the payment bank transactions therefore remains unaccounted on a daily basis. At any 
particular point of time the bank balance both in dollar and rupee account cannot be 
known. Further, the bank payment vouchers are not numbered. On loss of any 
voucher the expense may remain unaccounted. 





The project authorities prepare bank reconciliation statement at the end of the month 
after preparing the expense report for the month and comparing the expense repoi-t 
with the balk statement for payments made by cheque. 

The project authorities informed that since the number of transactions are not high the 
maintenance of bank book was not felt necessary. 

Common expenses 

The salary and other costs (e.g. rent) incurred on the Regional Director and Program 
officer are charged to each of the projects at the rate of 5% of the total costs. No 
charge is made of the salary of the Regional Manager - Accounts who also cames out 
accounting for the USAID funded projects. 

AFF was informed that no charge of the salary of the Regional Manager- accounts is 
done to the USAID funded projects as the post was not sanctioned. His salary 
expenses are claimed by Head office from USAID (W) as overheads. 

~Arnpiiance with the a~reements 

The co-operative agreement for the Frontiers project was not made available for our 
review 

Population council's global co-operative agreement with USAID (W) (for Horizons 
project) does not specify the specific clauses1 provisions for the India operations. The 
agreement was applicable to the extent of travel and procurement guidelines. Other 
clauses in the agreement i.e. budget, reporting and evaluation, key personnel, indirect 
cost. etc. are applicable for the organisation as a whole and therefore complied with 
by the HO. 

The project office has generally complied with the agreement to the extent applicable. 
In addition, the project office has its own internal guidelines, which are generally 
been followed. 

Travel guidelines 

. - 
llle project authorities reimburse actual expenses as against the rates prescribed by 
USAID. However during the course of review it was observed that the actual 
expenses reimbursed were within per diem rates prescribed by USAID. 

The project authorities allow business class in case of International travel as against 
economy class prescribed by USAID. During the course of the revie\\- an 
international visit was made by a Program Officer by business class. 

The project authorities clarified that the above are as per the internal guidelines of 
Population Council. 



APPENDIX 1 

\\'ark Plan for Financial Review of INTRAH, PATH and 
Ponulation Council 

The work plan, contains the following, 

(1 )  Our understanding of the task (schedule 1) 

( 2 )  Broad activities which we propose to carry out to address the task objectives 
(schedule 2) 

( 3 )  Basis of sample selection for the financial review (schedule 3) 

( 3 )  Time schedule of financial review activities (schedule 4 ) 



APPPENDIX I 
Schedule 1 

i iFF's  UNDERSTANDING OF THE TASK 

lSnsed on the statement of work for the task. our preliminary discussions with the 
concerned officials of the USAID, India and the three organisatiolls our understanding 
of the task is discussed briefly in the subsequent paragraphs. 

IISAIY. Washington Ilas entered into grant1 cooperative agreements with the three 
organisations viz. INTRAH, PATH and Population Council for provision of technical 
assistance for the t ~ s o  projects, Innovations in Family Planning Services(1FPS) and 
Programme for Advamcement of Commercial Teclmology- Child and Reproductive 
Health Programme ( PACT-CRH). 

The task requires the financial review of the USAID funded activities of the above 
nrganlsations (which inay include one or more than one projects) in respect of the 
costs and the accounting systems and procedures relating to their India operations 
i ~ ~ t i l  a \.iew to determine if (1) the costs incurred under the grant are allowable (2) an 
adequate system of internal control is maintained, and (3) the grantee has complied 
urith the agreement terms 

The financial review is to be carried out for the period commencing from October 1, 
1998 and ending on April 30, 2000. 

Bricf understanding of the operations of the organisations to be covered as part of the 
financial review is as follows: 

INTRAI-I is one of the projects undertaken by the University of Carolina, Chapel 
Hills. In  India, it provides technical assistance in support of the Innovations in Family 
Planning Seniices Project (IFPS) in collaboration with SIFPSA. 

The New Delhi office is the Regional Office (RO) for Asia, Near East and is headed 
b~ a Regional Director. 

INTR4H office in India, incurs expenses in respect of India operations, In addition 
incurs expenses on behalf of for other offices in the Region (these are mainly travel 
related). Also as a RO it consolidates the expenses incurred by other offices in the 
region. for the purpose of submitting a consolidated expense statement to its 
headquarters in USA. 

The original vouchers along with the supporting documents are sent to the INTRAH 
headquarters and photocopies of the same are retained at the RO. 



1',4T14 (I'rogram for Appropriate Technology in Health) is an international, non- 
profit. non-government organisation involved in improvement of health, particularly 
the health of women and children. PATH'S headquarters are located in Seattle, 
\l'ashington. 

In India. PATH provides technical assistance to the PACT-CRH project in 
collaboration with ICICI Limited. The India office is headed by the Resident advisor 
is an additional office. 

POPULATION COUNCIL 

Population Council is a non- profit, non- government organisation, which focuses on 
the reproductive health of women and the population trends. 
In India. following projects hnded by USAID are being implemented by Population 
council 
+ Horizons 
+ Frontiers 
+ ECC project (closed in January 1999) 
The Delhi office acts as the Regional Office for South & East Asian countries and is 
headed by the Regional Director 
I'he Delhi office handles expenses relating to the local office only and vouchers in 
original are kept at Delhi office. Only a statement of account is submitted by the India 
office to its Headquarters 



I3ROAD ACTIVITIES \YIIiCII \VI': I'TZ(Dl"SE TQ) CARRY O U T  TCP ADDRESS TIYE 7'A:;I.L CbRJECTIVES 

S .  No. Activity I Covcl-n~elstcps IT? OF THE DOCIJMKNTS - 

---I---- 
-- 

Sludy the co-operative agreements entered between the grantee Study and understanci the terms and condiiions of the 
organisations and USAID, Washington. ( R f i r  Note I) agreelnerlls which have to be coniplied with by the grantee 

opnis r i t ions  - 
Understand the ternis and conditions as referred to in the 
relevant clauses to be complied with by the grantee 
organisations 

- -- St l~dy the internal gliidelines (e g. the standard operating Ensure that the internal guidelines followecl by the 
procedures of INTRAH, personnel policies, etc.) of the grantee organisations aclhere to the provisions of thc co-operative 

-- a-reemcnt, FAR - and the AID llandbook 
C)TrERrll,I, REVIEW -- 

4.J-ikkrstand the overall organisation structure of the three - 
organisations including the broad role and respolisibilities of the 
various personnel involved. 

+ Understand the overall f ~ i n c t i o ~ ~ i l ~ g  and areas of 
responsibilities of the personnel 
Ensure there are adequate internal controls in the allocation 
of  duties and responsibilities (e.g. segregation of duties, 
~iecessary approvals etc for appointments have been 
obtained) 

6 Jde~ili fy the perssn~lel directly/ indirectly il~volved in t i ~ c  
execution of the activities as per thc co-operative agreemerlt 

4 Enslue that the employees at the relevant positions 2s 

specified in the co-operative agreement arc employed 



S.  No. - -- - 

5 .  

- - -- - - -- -- 

- Act iv ik  -- 

IJnderstand ~ l i e  exlst~ng account~ng i l l ~ \ \  of t~an~actions) and 
book keeping rystem 

- - -- -- - 
C:ovcragc /s tc~  - - - - - -- - -- -- -- -- - -- 

Obtain an untlcrstancl~ng o f .  
+ the esisting systems and proccdurcs and the l~riderlying 

internal controls relating to the accounting system 
+ the books and records maintained to account for various 

transactions (This shall be done after detailed discussions 
with the concerned staff of the organisations) 

+ Ascertain the adequacy of records maintained for 
ascertaining the time spent by each category of employee (as 
approved in the co-operative agreement) 

I I 

DETAIL,ED REVIEW OF THE ACCOUNTING RECORDS 
+ Carry out a depth check for a sample transactions of various 

types (sample selection detailed in Exhibit 11) 
+ Ensure that the laid down systems and procedures including 

internal controls are followed 

+ Carry out vouching for the transactions in the sample selected 
(sample selection detailed in Exhibit II).(rcfir notes 2 , 3  & 4) 

+ Ensure the following: 

J All vouchers are adequately supported 
accuracy in arithmetical computations 

J vouchers are serially controlled 
J vouchers are defaced after payments are made 
J correct account heads are used for booking transactions 
J expenses are properly classified as capital and revenue 
J prior approvals or authorizations have been obtained, 

wherever required 
J all amendments1 altirations to the invoices are approved 

by the authorised signatory 
J the costs are within the budgets received from the 

I-Teadquarter of the organisation 
J Proper records and internal controls exist in respect of 

advances to employees 



C'ovcragel~tcp.; 
- - -- - - - - - - 

J In respcct of c o ~ t  o t  emplojces, only the costs ~n te5pe~t 
o f  employees d~rectlyl indrtectly involved In the 
execution of the agreement are cons~dered for 
reimbursement 

J only project related expenses are considered for 
reinlbursement i e. no personal expenses have been 
charged to the project (e.g. car hire charges used for 
personal use but expenses booked to the project) 

J In respect of salaries, the total number of mandays spent 
by each position is not in excess of the mandays 
budgeted unless specific approvals for the same have 
been obtained. 

Note: In respect of the transactionsfor which a depth check has 
been carried out, docurnent the flow of transactionsfiorn the 
point of origination till the time of entry in the books of account 

+ Identification and quantification of costs which are 
J Ineligible costs 
J not supported with adequate documentation or are 

incurred without proper approvals 
J duplicate costs 

+ Ensure that the common expenses like rent, administration 
costs have been properly allocated to the various projects 
undertaken by the organisation either in accordance with the 
terms and conditions of the co-operative agreement or 
following a reasonable basis (Refer NoteS). 



Scrutinv o f  the cash boold esncnse ~eDort 
I---..- - - - 

~:overa(reistcps ---A 

1 SI-utinise thc cash 11ooi</ expense 1.c11ort.s o n  a samplc basis for 1 

+ Reporting of correct expenses relating to the relevant period 
in the SOE 

+ The costs incurred have been properly classified and 

8. 

recorded (e.g. expenditure on non-expendable property - 
NXP have been recorded as capital expenditure and not as 
revenue expenses) 

+ Reconcile the total costs billed to and reinibursed by the 
Headquarters of the organisation with the accounting 
records maintained 

Check the Statement of Expenses (S0E)I expense reports for tlie 
sample selected (detailed subsequently) 

anv. 
Ensure tlie following: 

+ Tirnely submission of SOE 

+ Stale cheq~res are identified and have been properly 
accounted for 

+ Regular follow up with the bank is done, in respect of 
reconciliation items pertaining to wrong debits/ credits or 

+ The correct exchange rates are applied for conversion of 
expenses in USD for reporting in SOE 

+ Review the system for adjustment of the initial deposits 
made for office1 residential space, telephone, etc. Ensure that 
these deposits are properly accounted for in SOE and 
necessary adjustments are made from time to time 

REVIEW OF FUND MANAGEMENT 
Ensure the following: 

+ Separate bank account is niaintained for the project 
+ BRS is prepared at regular intervals (say monthly) 

9. Review the fund (cash and bank) management activities and 
review the procedures adopted to control f ~ ~ n d s  including the 
Bank Reconciliation Statement (BRS) 



- - - - - - - -- -- - - - - -  - - - - - 

,I$' KO. 1 _ -  - A c t i v i t ~  - - l -___-_-__ --- - 
CO\ c l - a g c / ~ t c p ~  

- I- - - - - - - - - -- - - 

unknown d e b ~ t d  clcdlts, bnnL c l ~ ~ ~ ~ g e s .  ctc. --+ 
1 I / r Rank confir~nations arc oht;iinccl at pcriodlc in ter i~u ls  (say 1 

r Excess cash balance is not maintained 
+ An appropriate system of physical verification of cash is 

followed 1 I 

REVIEW OF NON - EXPENDABLE PROPERTY 
10. 1 Review the procurement procedures adopted for procurement of 1 Ensure the following: 

NXP items 
+ Prior approvals1 authorisations for purchase of the NXP 

items are obtained (wherever required) 
+ Adequate internal controls exist on receipt and issue of the 

NXP items 
+ Sound commercial practices were used and they were 

acquired at reasonable prices i.e. competitive quotations 
were invited and the NXP items were procured on the best 
available terms 

+ NXP items have been procured only from the places as 
specified in the co-operative agreement i.e. USA and India 

+ NXP items have been properly classified and accounted for 
+ Proper records are maintained in respect of NXP (i.e. entries 

are recorded in the asset1 NXP register maintained, if any) 
+ Obtain a detailed schedule of the NXP items specifying the 

cost and the location as on a particular date 

1 1. / Review the accounting records maintained for NXP items 

12. 1 Review the usage of the NXI' items I l l l e  NXI' items are used lor pl~rposes of the project 

Ensure the following: 



S. N o .  - .- 

13. 
.-- ~ Activity . ~ .- -- 

Ilevic~v the s~xteln of iden~ification ancl pl~!:sjcal vcrjfication ol 
NSI' i(cr11s 

. - . - _ _ . .. . . -  -. - -  - 

1 - 
Lnsul-o thc follo\ving: 

+ 'lllc NXl' itc~iis arc salcguardcd ~,l~ysically 
+ Find out whether thc properties are insured and if they are, 

then examine the status of the insurance policies 
+ Review the title of the NXP items 
+ Review the physical verification sheets, if any 
Carry out a sample physical verification of NXP items (by 

I carryiilg out ylzysical verification) 
COMPLIANCE 

14. 1 Compliance with terms and conditions of the agreement and the I + Ensure adherence and compliance with the relevant 
USAID regulations (e.g. Fly America Act) provisio~ls of the agreements and the USAID Regulations 

+ Report issues of Non- con~pliance's 
DRAFT AND THE FINAL REPORT 

I I 

17. / Submission of the final report 1 Cornpietion of the study 

15. 

16. 

Notes: 

1: The cooyerutive agreerizetzts of the follo~ving o1.ganisations/pr.ojects have been nzade available to rcs. 

Mold discussion with the concerned officials of the grantee 
organisations based on the observations made during the course 
of the financial review 

Sublnission of the draft report to USAID afier discussio~ls with 
the concerned officials at the respective organisations 

(u) INTRA I 1  (IFPS project) 
(I,) PA TI?' (PACT-CRII project) 
( c )  Pol~ulation Council - Project Horizons (The agreenzents.for two projects Frontier and ECC Iinve not been made 

availctble for our review) 

Obtain feedback/ comments from the officials and incorporate 
them in the report 

Obtain feedback1 colntuents from the grantee organisations and 
the USAID officials on the draft report 



2 112'7'R,~llI India (?[/ice is cr regio17~1I o/ / ic(~ f i t .  ,Solt/l~ (old A ~ ~ c I I .  EN.P/ / I . Y ~ c I  7hcre 111.e c.Y/>cI~.Y(~.Y ii~c~~t.t.ccl ill Itldiii 0 1 7  /1(111(1lf ef oiher 
col~t~ii.ic.s ,\'i/lcc fhcji c1t.e IIICIIIOLJLI it1 1/11> ~ . V ~ C I ? . Y C  t.~y)ot./.s ~.enf,fj.ot?l 1 1 2 ~  /N7'l<Al/ (!ffjcc, !V'c1i~ Ilell~i to i1.y 1leticIc~~~c1t.frr.s 1hc.sc cspct1.r.e.v ~vill  
/o1./11 ( I  p(11-f of o[(r t .evi(~~t~.  

3: i2fo.ri of the e.upen.res o f the  Region01 cldvisor of PATH are paid and accounieci.for in the Ifendquarters in Seattle. Since they do not 
,form part o f  the expense reports sent,from India these e.xpenses will not fornz part of our revie~v. 

4: In INTRAM the original vouchers along with the supportings are sent to the Heaclquarters in USA. Thus the revielo .shall be carried 
out based on the photocopies of the vouchers and supporting documents. 

5: The question of allocation o f  c0st.r to the different projects is relevant only.for Popltlcrtion council czs it is carg~ing out projecfs for 
agencies besides USAID. The other two organisafions i.e. INTRAH and PATHare carrying out activities only for USAID. 

6: No field visits are envisaged as apart o f  the review. 



I .  The selection of the sample would be based on the following: 

a The period of financial review 
b The volume of transactions during the period of review 
c The nature of the transactions 
d The volume of transactions 
e Results of the financial review (for revision in sample size, if considered appropriate) 

2. The proposed samples have been selected based on the discussions with the concerned officials at the three organisations. This is 
subject to modification based on the actual execution of the review and the results thereof. 

GENERAL TECHNIQUE OF SAMPLE SELECTION 

1 points I 
Remarks / additional 1 Serial. No 1 Expense head Sample selected 

VOUCHING SAMPLE 

statements* 

. 

Ilcccmber'98 and Decelnber'99. 
QA-22 bank account - for the months of 
December'98, May798 and December'99 

Carry out vouching of the cash and bank 
transactions selected which would be selected using 
the nth approach (refer note 1)  or a random 
selection representative of the nature and volume of 
transactions 

(1) Vouching* (Cash and 
bank vouching) 



- - - - - - - - - - 
r 7----- - 1  el-lal. NO / Expense heat1 ,S;ln~plc scIcctct1 1 - - ~ ~ ; l l - l < s  1 adtlitional 
I 1 noints 

facilities and benefits. I 

-2- -- - -- -- 1 --I-- _ 

The aspects to be looked into 
would include: 

TDS on salaries 
The due dates of 
depositing of the 
deductions 
Increments and their 
approvals 
Overtime autorisations 

computation of 
retirement benefits, 
pensions and bonus 
Eligibility to the 
allowances and the other 

note 3) 
-. -- - 
C'c711y out a dcpth chcck for the transact~ons 
selected which would be selected by scrutiny of the 
transactions in the sample period and selection on a 
random basis representing the nature of travel and 
the amounts 
Carry out a depth check for the salaries of any one 
month in respect of the following: 

Total 6 employees, 2 of each class as per the 
organization structure (for each organisation) 

1)EI"TII 
. - - - - - -. - 

( 3  

(4) 

CIIECII SAMPLE AREiiS&cfcr - -- 

7 ravel expenses 

Salaries * includes the 
following: 

TDS on salarics 
Deductions 
Pensions 
Retirement benefits 
Overtime 
Medical 
Insurance 
Allowances 
Uniform expenses 
Any other items 



- -- -- --- 

[XIGCNO 1 Expense i lc i td  - ] Sample selectetl 7 
I'iircliases * inclutling 
inventory 

-- -- - 

Remarks / stl(litionnl 

- --- 
Purchases may he in respect of  the followir~g : 

Fixed assets 
Small equipments and 
Office supplies. 

Carry out a physical verification of 10% of the total 
assets. 
Carry out a depth check for the sample selected 
which would be selected by scrutiny of the 
transactions in the sample period and selection on a 
random basis representing the nature of purchases 
and the amounts 

The aspects to be looked into 
would include: 

Overall reconciliation of 
the total rent paid with 
the rent agreement. 
The budget provided for 
the total rent 
Payment of rent 

(6) Office rent Expenses in respect of any two months of the 
sample period 



- - _- - - - -- - - - - ---- --- - - - - - 
S r ~ . i a l .  N o  Samplr sclcctrtl 

_ ______ - 
-- 

Cairy out a depth check any tivo sub-contractc nf 
for popul,~t~on counc~l I Tnr17on< 

mints  - --I-- 
.fhe aspects to be lookecl into 
would include: 

Compliance with 
guideline in the co- 
operative agreement for 
sub-contracts 

e Prior approval 
Budgets 
Sub- contractor reporting 
Payn~ent of the expenses 

(8) Staff advances Check six transactions of staff advances 

Technical aspects 
Scrutiny of the transactions 
with a view to select a 
sample on a random basis 
representing the nature of 
advances and the amounts. 
The aspects to be looked into 
would include : 

Payment expenses 
Subsequent adjustments 
Inquire into any old 
outstanding advances, if 
any. 
Accepting treatment - 
should not be reported as 
expenditure. 



Other oflice cxpenses 
- -- -- 

Carry out a depth check of one transaction of each 
type 

Rcmarl{s / ;~ddi t iona l  
points 
- 

71.1~e transaction will be 
selected while carrying out a 
scrutiny of the cash 
book/expense report The 
aspects to be looked into 
would include : 

Payments (covered under 
cashlbank vouching) 
Compliance with the 
guidelines, if any 

SCRUTINY OF CASH BOOKBXPENSE REPORT 
(1 0) I Scrutiny of cash I Srutinise the cash book/ expense report for any five 1 
\ ,  I booWexpense report 1 months of the sample period 

CI-IECKING OF THE SOE'S 
( I  1) I Checking of the SOE's / Checking for any five months of the sample period I 

Note I :  The nth approach nteans the-following: 
The popttlation size i.e. the total number of vouchers in the period ofreview 

- The sample size (i.e. the number of vouchers that would be checked) would depend ripon the total number of transactions 
during the period 
Poplrlation size/sanzple size will give tu a number which will be the nth nuniher 
Starting at randomfiom any ntrnzber every nth voucher would be checked 

Note 2: * inlplies thaf an filling I ~ J  the intcrr?al conlrol qzteslionrzcrire shall he filled up for tlle.re crreas. 

Note 3: Llcpending 1cporz the ~lccolrtzling .syslertl.s (!/'/he or.grcri1i.s~ilior7, cznj~ c?/'lhe c1l.eLr.s lislcd nrc1)l ,101 be (pI)/I'ccdde 01, I I I P I I !  I I I L I J ~  11c cln 
additional area which has not been listed above. 



APPENDIX 1 
Schedule 4 

TIME SHEDULE OF FINANCIAL REVIEW ACTIVITIES 

1 .  The tentative time schedule for the financial review activities is as follows: 

1 Serial 1 Activity Expected time required 

2. Discussions with grantee organisations and USAID shall be done after the receipt 
of the comments on the draft report. 

3 .  The final report shall be issued after the above discussions and incorporation of 
necessary changes based on the discussions. 

26/6/2000 
27/6/2000 
5 days (28/612000 to 4/7/2000) 
5 days (5/7/2000 to 1 1/7/2000) 
5 days (1 2/7/2000 to 1 8/7/2000) 
7 days (19/7/2000 to 28/7/2000) 

' KO. 
1 .  
2.  
3 .  
4. 
i . 
6. 

Submission of the work plan 
Discussion of the work plan with USAID 
Financial review at INTRAH 
Financial review at PATH 
Financial review at Population council 
Preparation and submission of draft 



APPENDIX I1 

OVERVIEW OF THE EXISTING SYSTEM - INTRAH 

1 The existing systems and internal controls in respect of each of areas are 
discussed in the subsequent paragraphs. An overview of the existing system is 
also presented in the flow charts in schedules 1 to 9. 

Receipt of funds and fund manapement 

7 - INTRAH office in India receives funds from its Head office on a monthly basis 
based on the requests sent by it. The funds are received for the region as a whole 
including for the country offices in Bangladesh and Yemen. 

1 The funds are requisitioned on the basis of the estimated expenditure of India 
office and the other two country offices in the region. Funds are transferred to the 
country offices on the basis of the requests received from them. 

3.  INTRAH maintains two bank accounts (current accounts) a dollar account and a 
rupee account. Through the dollar account the following three types of 
transactions are carried out: 

(1) Receipt of funds from the Head office (in USD) 
(2) Transfer of funds to the country offices (in USD) 
( Transfer of funds to the rupee account for meeting India office expenses 

3 The Bank reconciliation statements (BRS) is prepared regularly on a monthly 
basis and it is ensured that there are no long outstanding transactions pending 
clearances. The BRS along with the details of outstanding cheques are generated 
and forms part of the attachments to the monthly expense reports sent to the Head 
office. 

Cash transactions 

6. Cash is received for the following: 

( I )  Receipt from the employees for personal STDIISD calls and courier 
charges 

(2) Travel settlements 
(3) Receipt from other offices in the premises their share in the common 

expenses e.g. sweeper charges, utilities expenses etc. 

- 
i Acceptances are issued to the payer and the cash book is updated for receipt. 

8 .  The payments normally made in cash are as follows: 



14. 

I S .  

( 1 )  Office supplies 
( 2 )  Local conveyance 
( 3 )  Courier charges 
(4) Small repairs and maintenance 
( 5 )  Other small payments 

For the routine cash payments no cash voucher is prepared but if cash is paid for 
a non-routine payment, cash payment voucher is prepared. 

Cash is verified physically on a regular basis. 

Bank pavments 

All major payments are made through cheques e.g. salary, major repairs & 
maintenance, fixed assets, payment to consultants, etc. 

Adequate internal controls exist for payments through cheques. An illustrative list 
of the co~ltrols is as follows: 

(1 ) Payments are made against original bills only 
( 2 )  The payees acknowledgement is obtained for all payments 
( 3 )  Payments are duly authorised 

(4) The bank books are updated immediately on payment 
(5) Vouchers are serially numbered. 

Bank books are prepared for both the bank accounts, wherein the details of every 
transaction through the bank are entered. 

Accounting for expenses 

The expenses incurred by INTRAH are mainly in the nature of salaries, benefits, 
travel expenses, payment to consultants, procurement of fixed assets, 
Conveyance, courier, stationery, etc. ). 

The Head office has defined object codes (accounting codes) which are used by 
the project office for accounting of expenses for India operations and reporting to 
the Head office. The accounting aspects of various types of expenses and their 
internal controls are briefly discussed in the subsequent paragraphs. 

Salaries and benefits 

fiTTRAH has two types of employees: 

(1) Internationally hired employees 
(2) Locally hired employees 



Out of the total staff strength employed in the India office, five employees are 
Internationally hired. Their appointment, salary payment and expenses booking 
are controlled from HO and no records for these expenses are available in India. 
Thus, the salary expenses of these employees could not be covered as a part of the 
financial review. 

NTRAH follows laid down personnel policies approved by USAID (W). The 
personnel policies govern the appointment, salary increments, overtime, etc. of 
the employees. 

The appointments of employees was with due approval from the Head Office. 
Similarly, the increments were also duly authorised. 

The salaries were paid according to the scales in the appointment letters and the 
subsequent increments, if any. 

All employees submit their monthly timesheets specifying the number of hours 
u-orked for different countries and the projects (activities within the program). 

Proper leave records were found to be maintained 

For overtime payments, prior approval of the concerned officials is taken and it is 
paid at the rates specified in the Personnel policies. 

The employees are entitled to certain benefits e.g. medical, provident fund 
(employees can deposit 10% of their basic salary to the Public provident fund 
account and claim reimbursement for the same) etc for which proper records are 
maintained. 

Travel expenses 

Intrah has a set of Standard Operating Procedures, which lay down the travel rules 
and policies. These procedures have been laid down by the Head Office and have 
been approved by USAID (W). They are commensurate with the guidelines of . 
USAID. 

The Per Diems followed for International travel to USA and in country travel are 
not the same as specified by USAID guidelines but the ones specified by the 
INTRAH Head office. It was ensured that the internally specified Per Diems are 
lo~ver than the ones specified by USAID. The Per Diems allowed for regional 
travel are specified by the USAID guidelines. 

Prior approvals are taken from the designated places for each kind of travel. For 
e . g  for International travel to USA the approval of USAID (W) is sought. 



The Fly America Act is followed whereby travel is made by a American carrier. 
And non-American carrier issued only to the closest point from where the 
American carrier is available. All travels as specified by the USAID guidelines 
are made by the economy class. 

There are adequate internal controls on the advances given to employees for 
meeting the travel expenses. A schedule of outstanding advances is attached every 
month as a part of the expense report. The advances made are shown under cash 
advances and not shown as an expenditure in the expense reports till the time the 
final settlement of the travel is made. 

Procurement of fixed assets (NXP property) 

Purchase of the fixed assets is made only after the approval of the Head office is 
obtained. 

There is an adequate system followed for purchase of fixed assets which broadly 
includes the following: 

(1 ) Calling of minimum three quotations 
(3) Placement of order after evaluation of the quotations 
(3) Due receipt and installation of the asset 

As specified in the Co-operative agreement only USA brand is purchased unless it 
falls in any of the exceptions listed in the agreement. 

All assets are properly labeled and the physical verification is carried out 
annually. Certain assets have been installed at the residence of the Regional 
Director. Physical verification is also carried out in respect of these assets which 
are identified for the project. 

The asset register is maintained and updated on acquisition of the fixed assets. 

Fire and burglary insurance have been taken for all the assets owned by INTRAH 
which is renewed on an annual basis. 

-411 fixed assets are purchased in the name of INTRAH and used for the project. 

None of the fixed assets have been disposed off during the period of review 

Consultants payment 

Appointment of consultants is duly approved and is supported by the consultant's 
agreement. 



39. The concellled project officials make payment to consultants after the execution 
of work by the consultants and due authorisation. 

I'reparation of Espense Report  (ER) 

40. The country offices (located in Bangladesh and Yemen) submit their expense 
report on a monthly basis to the Regional Head office (India). The India office 
prepares a consolidated expense report for the region as a whole and after 
approval of the Regional Director sends it to the Head office by 15th of next 
month. 

41. The expenses are categorised country wise and account code wise. They are 
reported on cash basis of accounting i.e. all payments made during the month are 
reported. 

31.  A voucher wise detail of the expenses is also attached as a part of the expense 
report. 

13. The reporting is done both in rupee and USD equivalent. A monthly weighted 
average exchange rate is applied for conversion of the expenses to USD for a 
month. 

41. Following statements are sent to the Head office as a part of the monthly expense 
report for the India office. 

(1)  Bank reconciliation statement (Indian rupee and US Dollars A/c.) 
(2) List of cheques issued 
(3) Void cheques 
(4) List of outstanding advances 

( 5 )  List of transfers (Indian rupee and US Dollars Alc.) 
(6) List of demand drafts issued 
(7) Funding status report (advances from UNC and expenses booked) 
(8) Weighted average exchange rate summary 
(9) The original copies of the vouchers. (Thus the review was carried out on 

basis of the photocopies of the vouchers). 

45. The India office is the Head office for the region and thus consolidates the 
expenses of other countries in the region in the expense report sent by it to the 
HO. These expenses do not form part of India's operations and thus were not a 
part of our review. 

46. The project office gets its accounts audited for the purpose of submission of the 
audited report to the Reserve Bank of India. The auditors appointed also carry out 
a portion of the accounting for the project at the year end i.e. the preparation of 
the general ledger, trial balance, income and expenditure account and the balance 
sheet. 



APPENDIX - 11 

Schedule - 1 

FLOW OF FUNDS 

Preparation of monthly 
requests for funds by 
INTRAH for the region as 
a whole on the basis of the 
estimated expenditure, by 
23rd of each month 

Receipt of funds in the dollar 
account 

I required I 

+ 

I T'ransfer of funds from the I 

Receipt of request for 
funds from country offices 

I dollar account to the bank I 

Transfer of funds from the 
dollar account to the rupee 

1 accounts of country office I 

account as and w-hen 



APPENDIX - 11 

Schedule - 2 

CASH PA YMENT SYSTEM 

Prior approval of the non 
routine expenses by the 
designated officials 1 
Incurrence of the routine and 
non routine expenses 

Approval of the bills by the 
respective unit head on 
recommendation of the 
Regional Manager (RM) 

Accounts Secretary (AS) for 
I payment I 

Preparation of the cash 
payment vouchers for the non 
routine expenses 

Payment of the amount by the I AS 

I Obtaining acknowledgement I 
I of the payee on the bills itself I 

Entry in the daily cash book I 



APPENDIX - I1 
Schedule - 3 

BANK PA YMEhTT SYSTEM 

I Incurrence of the expenses 

I 

Approval of the bills by the 
respective unit head (e.g. Regional 
Manager for Administration 
Expenses, Regional Evaluation 
Manager, etc) on recommendation 
of the Regional Manager (RM) 

Submission of the bills to the 
Accounts Secretary (AS) for 
payment 

Preparation of the Bank Payment 
Voucher (BPV) 

Preparation of the cheque by the 
AS 

Initialling of the cheque by the RM s 
I Signing of the cheque by the / 
( Regional Director (RD) I 

Obtaining acknowledgement of the 
payee on the bills1 cheque 
photocopy 

/ Entry in the Bank book 



APPENDIX - I1 
Schedule - 4 

CASH RECEIPTS 

Receipt on account for 
travel adjustment 

Receipt on account of 
personal couriers, 
telephone calls (STDI 

Checking of the 
telephone bills by the AS 
to identify the personal 
STD and ISD calls made 
by the en~ployees 

I J 

Keeping a track of the 
personal couriers sent by 
the employees 

I . 
Issuing of memos to the 
employees for payment 
of the personal telephone 
and courier charges, on a 
monthly basis by the AS 

Payment of the amounts 
by the employees1 other 
offices to the AS 

Entry in the cash book 
and addition of the cash 
to cash in hand 

I Reduction of the amount I 
I recovered from the total I 

Receipt from other 
offices in the premises, 
on account of certain 

I expenses e.g.utilities, I 
sweeper charges etc. L--,---J 
Calculating on a monthly 

expenses of other offices 
certain conlmon 

I expenses I 

Raising of bills along 
with the supportings on 
the respective offices 

expenses for the purpose 
of reporting to the HO 



APPENDIX - I1 

Schedule - 5 
Page 1 

A CCOUNTING SYSTEMS 

TRAVEL EXPENSES 

1 In~ernstional travel I I Regional Travel / 

; I 

/ Prepar~t ion  of the 
I quarter 1) tra\.el forecast 1 b~ the Head Office (HO) 
i after d~scussions with 
/ l n d ~ a  office and approval 
/ b> US.41D (W) 

I 

Obtaining prior approval 
of the RD and 
concurrence of the local 
mission of USAID 

I Domestic Travel I 

monthly travel plan and 
approval by the RD 

.t 

Filling up of the Travellers checklist 
by the traveller 

1 Submission of the checklist to the I 
travel co-ordinator 

Checking of the checklist by the 
travel co-ordinaor I 
Submission of the checklist to the I 

4 
Final approval of the checklist by 
the RM 

1 
Movement of the checklist to the 

Disbursement of advance by the AS 
(refer bank payment system for 
details) 



APPENDIX - I1 

Schedule - 5 
Page 2 

I Entry in the advance register 

.t 
Actual travel and incurrence of the 
expenses 

1 
Filling up of the Travel 
Reimbursement Form by the 
traveller 

Submission of the form to the 
travel co-ordinaor 

Checking of the form by the travel 
co-ordinator 

I Submission of the form to the I 
program assistant 

I 

Submission of a trip report by the 
traveller to the program assistant 

i 
Acknowledgement of the receipt of 
the trip report by the program 
assistant on the form 

4 
Form forwarded to the AS for final 

I settlement I + 
Checking by the AS and 
submission to the RM for final 
approval 

Final settlement of the expenses by 
the AS (refer bank payment system 
for details) 

/ Updation of the advance register 1 



APPENDIX - 11 

Schedule - 6 
PAYMENT FOR SALARIES AND BENEFITS 

Internationally 
hired employee 

Salaries of these 
employees are 
ma~laged. controlled 
and accounted for 
from the HO in CH. 
No records are 
maintained in the 
Regional Offices 

Locally hired 

Submission of time sheets 
by the eylployees 

+ 
Checking for leaves (paid/ 
unpaid) 

pz2-T-q 
according to the scales in 

I the appointment letters I 

payment system 
details) 

Benefits (Medical, 
Provident Fund, etc) 

Maintenance of a 
benefit register 
recording details of 
each kind of benefits 
for each locally hired 
employee 

The annual 
entitlement of each 
employee recorded in 
the register 

Availment of 
benefits by the 
employees on 
production of the 
relevant supports 

Payment of the 
benefits (refer bank 
payment system for 
details) 

Updation of 
benefits register the / 



APPENDIX - 11 

Schedule - 7 

NXP PROCUREMENT 

Approval from HO for 
purchase of the fixed asset 

minimum three) 

Evaluation of the quotations 
by the RMIAS 

I Placement of order 

I Receipt of the asset 

Installation of the asset at the 
desired location 

Updation of the inventory 
sheet and labelling of the 
asset 



APPENDIX - TI 
Schedulc - 8 

APPOINTMENT1 PAYMENT OF CONSULTANTS 

Ascertainment of the requirement of 
the consultant by the unit heads1 RD 

4 
Selection of the consultant (based 

1 on interviews, background, I 
experience, etc.) 

I 

Approval sought from the HO and 
the local USAID mission (technical 
and per day rate) 

I I 

Submission of the assignment 
details to the consultant along with 
the appointment letter 

rn 
Execution of the work by the 

Submission of the consultant 
invoice by the consultant to the unit 
head 

I I 

Approval of the invoice by the unit 

Movement of the invoice to the AS 
for payment 

Payment (refer bank payment 
system for details) 



APPENDIX - I1 

EXPENSE REPORT PREPARA TION 
Schedule - 9 

reports from the other offices in the 
region i.e. Bangladesh and Yemen 

expenses of the India office fronl 
the cash and the bank books 

Allocation of serial number (called 

Indicating in the cash and the bank 
book, expenses which have been 
included in the expense report 

1 + 

Compilation of the expenses account 
codewise and voucher wise for 
inclusion in the expense report 

Preparation of a summary of expenses, 
country wise giving the expenses 
under the main object codes 

I 

receipt number) to all expenses which 
have to be included in the report 

Converting the expenses incurred in 
rupees, in USD equivalent at the 
weighted average rate (which is 
computed separately ) 

+ 1 

Attachment of various documents with 
the report as required by HO e.g.Bank 

I outstanding advances, etc. 1 

Checking and authorisation of the 
expense report by the RM 

* 
Final approval of the report by the RD 

4 
Despatch of the report to the HO along 
with the original copies of the vouchers 
(photocopies of all vouchers and 
supporting documents retained) 



APPENDIX I11 

OVERVIEW OF THE EXISTING SYSTEM - PATH 

.The existing systenls and internal controls in respect of each of areas are 
discussed in the subsequent paragraphs. An overview of the existing system is 
also presented in the flow charts in schedules 1 to 8. 

Receipt of funds and fund n l a n a ~ e m e n t  

9 .-. PATH office in India receives h n d s  from its Head office on a monthly basis 
based on the requests sent by it (prepared quarterly on the basis of the estimated 
expenditure of the India office) 

i 
1 PATH maintains one bank account (current account), which is a rupee account. 

The Head office releases funds in USD which are received directly in the rupee 
account converted at the rate of the day on which they are received. 

4 The Bank reconciliation statements (BRS) are prepared on a monthly basis on 
basis of the expense report and the bank statement and it is ensured that there are 
no Iong outstanding transactions pending clearances 

Cash transactions 

- Cash is withdrawn from the rupee account for day to day expenses. The cash - 
receipts are also made on account of travel settlement. 

6 The cash payments are normally made for the following : 

(1) Office supplies 
(2) Local travel 
(3) Courier charges 
(4) Small repairs and maintenance 
( 5 )  Other small payments. 

7 Cash is verified physically on a regular basis. 

Bank pavments 

8 All major payments are made through cheques e.g. salary, major repairs & 
~naintenance, fixed assets, payment to consultants, etc. 



9 Adequate internal controls exist for payments through cheques. An illustrative list 
of the controls is as follows: 

(6) Payments are made against original bills only 
( 7 )  The payees acknowledgement is obtained for all payments 
(8) Payments are duly authorised 
(9) The bank books are updated immediately on payment 
(1 0) Vouchers are serially numbered. 

Accounting for expenses 

10 The expenses incurred by INTRAH are mainly in the nature of salaries, benefits, 
travel expenses, payment to consultants, procurement of fixed assets, conveyance, 
courier, stationery, etc. ). 

1 1 The Head office has defined line items (accounting codes) to which the expenses 
are debited as and when they are incurred. Besides, the PACT-CRH project has 
been given a project code to identify all PACT-CRH expenses. 

12 The accounting aspects of various types of expenses and their internal controls are 
briefly discussed in the subsequent paragraphs 

Salary expenses 

1 i PATH has two types of employees: 

(1) Internationally hired employees 
(3) Locally hired employees 

14 The Resident Advisor of PATH is an international hire. Her appointment, salary 
payment and expenses booking are controlled from HO and no records for these 
expenses are available in India. Thus, the salary expenses of these employees 
could not be covered as a part of the financial review. 

15  PATH follows personnel policies laid down by the Head office. The personnel 
policies govern the appointment, salary increments, overtime etc. of the 
employees located at New Delhi. 

16 The appointments of employees was with due approval from the Head Office. 
Similarly the increments were also duly authorised. 

17 The salaries were paid according to the scales in the appointment letters and the 
subsequent increments, if any. 

1 S All employees submit their monthly timesheets specifying the number of hours 
worked for different projects. 



19 Proper leave records were found to be maintained. 

20 For overtime payments, prior approval of the concerned officials is taken and it is 
paid at the rates specified in the Personnel policies. 

21 Tile employees are entitled to certain benefits e.g. medical, provident fund 
(employees deposit 10% of their basic salary to the Public provident fund account 
and claiisl reimbursement for the same) etc for which proper records are 
maintained. 

Travel expenses 

32 PATH has a set of Travel regulations, which lay down the travel rules and 
policies. The Head Office has laid down these procedures. 

73 Tlle Per Diems followed for International travel to USA and in country travel are 
specified by the INTRAH Head office. 

33 The Fly America Act is followed whereby travel is made by a American carrier. 
And non-American carrier issued only to the closest point from where the 
American carrier is available. All travels as specified by the USAID guidelines 
are made by the economy class. 

25 The advances given to the employees are reported as expenditure in the monthly 
expense report of the month in which the advance is disbursed. The final 
settlement of the travel is made at the submission of the final bills. At this stage, if 
the advance is higher than the actual expenditure either it is allowed to be retained 
by the traveller for utilisation for the next trip (incase the next trip is to be made in 
a \\-eek) or the amount is refunded for which a negative claim is reported. 

Procurement of fixed assets WXP property) 

26 Purchase of the fixed assets is made only after the approval of the Head office is 
obtained. 

27 There is an adequate system followed for purchase of fixed assets which broadly 
includes the following: 

(1 )  Calling of minimum three quotations 
( 2 )  Placement of order after evaluation of the quotations 
( 3 )  Due receipt and installation of the asset 

28 As specified in the Co-operative agreement only USA brand is purchased unless it 
falls in any of the exceptions listed in the agreement. 



All assets are properly labeled and the physical verification is carried out 
annually. 

The asset register is maintained and updated on acquisition of the fixed assets. 

Fire and burglary insurance has been taken for all the assets owned by PATH 
\\.hich is renewed on an annual basis. 

All fixed assets are purchased in the name of PATH and used for the project. 

None of the fixed assets have been disposed off during the period of review. 

Consultants payment 

Appointment of consultants is duly approved and is supported by the consultant's 
azreement. 

The concerned project officials make payment to consultants after the execution 
of ~vork by the consultants and due authorisation. 

l'reparation of Expense Report (ER) 

The PATH office in India prepares the expense report for the expenses incurred 
and after approval of the Regional Director sends it to the Head office by 15th of 
each month. 

The cash expenses are reported account code wise whereas the bank payments are 
reported cheque number wise. The transactions are reported on cash basis of 
accounting i.e. all payments made during the month are reported. The expense 
report is prepared directly from the cash vouchers and the bank vouchers as no 
cash book and bank books are maintained. 

There'are certain expenses which are reported in the expense report but do not 
pertain to PACT- CRH project. They are captured under a different project code. 

The exchange rate applied for conversion of the expenses to USD equivalent for a 
month is the rate at which the receipt was made in the rupee account for the 
month for which the reporting is to be made. 



APPENDIX- I11 
Schedule -1 

FUNDS FLO U/ STA TEMENT 

Preparation of a quarterly 
request for funds and 
approval by the Resident 
Advisor (RIA) 

Submission of the request to 

Release of funds by the Head 
office in US Dollars 

I Receipt of funds in the rupee I 
I account (Dollars converted at 1 
/ the existing rate of exchange) I 

receipt of funds 

Issuance of cheques from 
the account for routine 
payments . Withdrawal for imprest 

account 



APPENDIX -111 
Schedule- 2 

CASH PA YMENT SYSTEM 

Incurrence of the 
expenses 1. 
Approval of the bills by 
the office Manager 1 
( O/M) 

I Preparation of the cash I 
I payment voucher by the 
1 Office Manager ( O M )  I 

I Making of the payment 

Updation of the expense 
report on a monthly basis 
for the payments made L 

1 Replenishment of the I 
I imprest amount in the / 

subsequent month( An 
imprest of Rs. 1 5,000/- is 



APPENDIX- I11 
Schedule -3 

BANK PA YMENT SYSTEM 

expenses 

Subn~ission of the bills 
to the O/M 

Approval of the bills by 
the OIM 

Preparation of the Bank 
payment voucher by the 
om 

I 

Approval of the voucher 
by the Resident Advisor 
W A )  I 

Preparation of cheque by 
the OIM and 
authorisation by the R/A 

Attachment of a 
photocopy of the cheque 
with the voucher 

Obtaining of the receipt 
of the payee on the 
receipt formatlcheque 
photocopy 

Updation of the expense 
report on a monthly basis . 



APPENDIX- 111 
ScheduIe -4 

ACCOUNTING OF EXPENSES 

TRAVEL EXPENSES 

Filling up of the Request for 
Authority to Travel (RAT) form by 
the traveller. (Filled up only for 
international travel or where the 
traveller requires advance) 

Approval of the form by the RIA 

Disbursement of the advance, if 
any by the O M  

Actual travel and incurrence of 
expenses 

Submission of the travel expense 
report by the traveller 

Submission of the trip report by 
the traveller 

Final settlement of the expenses 



Salaries of these 
employees are managed, 
controlled and accounted 
for by the Head office. 
No records are 
maintained at the India 
office 

APPENDIX- I11 
Schedule -5 

Page 1 

SALARIES 

employee 

I Submission of time sheets I 

Checking for leaves @aid/ 
unpaid) 

1 Preparation of "; 1 
according to the scales in 
the appointment letters 

payment system 
details) 



PAYMENT FOR BENEFITS 

APPENDIX -111 
Schedule -5 

Page 2 

Subn~ission of medical One month salary as 
Pro\.ident Fund receipt bills by the employees bonus in the month of 

by the employee December every year 

I Payment of the amount / 
I to the employee I 

- - 

Record maintained by 
the O/M for ensuring 
that total benefits are 
within the employee's 
entitlement 



APPENDIX -111 
Schedule- 6 

PROCUREMENT OF FIXED ASSETS 
(NXP PRPOERTY) 

Ascertainment of the 
procurement requirement 

Approval of the request 
by the RIA 

Calling of minimum 
three quotations 

I Placement of order I 

Receipt and installation 
of the asset 

Updation of inventory 
sheet and allotting asset 

Payment to the supplier 



APPENDIX -111 
Schedule -7 

APPOINTMENT AND PAYMENT OF CONSULTANTS 

Ascertainment of the 
need of the consultant 

Process of selection of 
the consultant (interview 
the candidate) 

Decision on the rate of 
payment to the 
consultant by the 
program officer 

I 

& 
Approval of the rates by 
the RIA 

Execution of the work by 

Submission of the 
expense report by the 
consultant 

Approval of the expense 
report by the program 
officer . 

1 I 

4 
Payment to ' the 
consultant 



APPENDIX -111 
Schedule- 8 

EXPENSE REPORT PREPARATION 

Entq. in the expense 

payments (line item 
wise) on a monthly basis 

Entry in the expense 
report of the cheque 
payments (cheque wise) 
on a monthly basis 

Conversion of the rupee 
expenses in USD at the rate at 
which funds were received in 
the bank account in the month 
for which the report prepared 

f 
Attachment of the funds 
reconciliation statement to the 
expense report 

Approval of the report by the I RIA 

Submission to the Head office 



APPENDIX IV 

OVERVIEW OF THE EXISTING SYSTEM - POPULATION COUNCIL 

i .  The existing systems and internal controls in respect of each of areas are 
discussed in the subsequent paragraphs. An overview of the existing system is 
also presented in the flow charts in schedules 1 to 8. 

Receipt of funds and fund management 

2 .  The Population Council office in India submits the consolidated monthly expense 
report for all the projects to the Head Office and gets the monthly reimbursement 
for the expenses reported. 

3.  Population Council maintains two bank accounts - a dollar account and a rupee 
account. These bank accounts are common for all the projects carried in India 
since the reimbursement for all the expenses comes from the Head office through 
a common expense statement. 

-1. Funds are received from the Head office in USD and goes partly to the dollar 
account and partly to the rupee account. Funds are also transferred to the rupee 
account from the dollar account as and when required. 

5 .  The monthly Bank reconciliation statement (BRS) is prepared on the basis of the 
expense report and the ban statement and it is ensured that there are no long 
outstanding transactions pending clearances. The BRS along with the details of 
outstanding cheques is generated and attached as a part of the monthly expense 
report sent to the Head office. 

Cash transactions 

6. Cash is withdrawn from the rupee account for day to day expenses. The cash 
receipts are also made on account of travel settlement. 

7 .  The cash payments are normally made for the following : 

(1)  Office supplies 
(2) Local travel 
(3) Courier charges 
(4) Small repairs and maintenance 
( 5 )  Other small payments. 

8.  Cash is verified physically on a regular basis. 



13anli transactions 

. All payments other than those listed in paragraph * * * * *  above are paid through 
cheques. 

10,  Adequate internal controls exist for payments in cash and through cheques. An 
illustrative list of the controls is as follows: 

( 1 )  Payments are made against original bills 
( 2 )  The payees acknowledgement is obtained for all payments 
(3) Payments are duly authorised 
(4) The correct account codes are used for booking the expenses. 

Accounting for expenses 

I I .  As mentioned earlier Population Council incurs expenses for projects besides the 
USAID projects. There are separate codes for each project and the expenses are 
captured separately for each project under these codes. 

I ? .  The expenses incurred by Population council are mainly in the nature of salaries, 
benefits, travel expenses, payment to consultants, procurement of fixed assets, 
conveyance, courier, stationery, etc. 

13.  The Head office has defined object codes (accounting codes) to which the 
expenses are debited as and when they are incurred. 

13. The accounting aspects of various types of expenses and their internal controls are 
briefly discussed in the subsequent paragraphs 

Salaries and benefits 

. - 
1 >. Population council has two types of employees: 

( 1  ) Internationally hired employees 
i 2 )  Locally hired employees 

16. Out of the total staff strength employed in the India office, three employees are 
Internationally hired. Their appointment, salary payment and expenses booking 
are controlled from HO and no records for these expenses are available in India. 
Thus, the salary expenses of these employees could not be covered as a part of the 
financial review. 

17. Population council follows personnel policies laid down by its Head office. The 
personnel policies govern the appointment, salary increments, overtime etc. of the 
employees. 



18. The appointments of employees was \\-it11 due approval from the Head Office. 
Similarly the increments were also duly authorised. 

1 .  The salaries were paid according to the scales in the appointment letters and the 
subsequent increments, if any. 

30. All en~ployees submit their monthly timesheets specifying the number of hours 
worked on the projects. 

3 1. Proper leave records were found to be maintained 

23. For overtime payments, prior approval of the concerned officials is taken and it is 
paid at the rates specified in the Personnel policies. 

23 .  On the salaries of the employees TDS is deducted and deposited with the Reserve 
Bank of India in the subsequent month. Similarly employee's contribution to 
provident fund is deducted and deposited with the commissioner of provident 
fund. The employer's contribution to the provident fund is a part of the total 
salary. 

24. The employees are entitled to certain benefits e.g. medical, bonus etc for which 
proper records are maintained. 

Travel expenses 

75.  Population council has a set of travel guidelines, which lay down the travel rules 
and policies. The Head Office has laid down these procedures. 

10. The Per Diems rates followed for International travel to USA and domestic travel 
are not the same as specified by USAID guidelines but all travel expenses are 
reimbursed on actual basis. It was ensured that the reimbursement on an actual 
basis is lower than the Per Diem rates specified by USAID. 

37. The Fly America Act is followed whereby travel is made by a American carrier. 
And non-American carrier issued only to the closest point from where the 
American carrier is available. All travels as specified by the USAID guidelines 
are made by the economy class. 

28. There are adequate internal controls on the advances given to employees for 
meeting the travel expenses. A schedule of outstanding advances is attached every 
month as a part of the expense report. The advances made are shown under cash 
advances and not shown as an expenditure in the expense reports till the time the 
final settlement of the travel is made. 



Procurement of fixed assets (NXP property) 

19. Purchase of the fixed assets is made only after the approval of the Head office is 
obtained. 

30. There is an adequate system followed for purchase of fixed assets which broadly 
includes the following: 

(1)  Calling of minimum three quotations 
(2) Placement of order after evaluation of the quotations 
( 3 )  Due receipt and installation of the asset 

3 1 As specified in the Co-operative agreement only USA brand is purchased unless it 
falls in any of the exceptions listed in the agreement. 

3 1 .  All assets are properly labeled and the physical verification is carried out 
annually. 

7 7 

.):. The asset register is maintained and updated on acquisition of the fixed assets. 

33. Fire and burglary insurance has been taken for all the assets owned by Population 
council. which is renewed on an annual basis. 

- - 
2 2 .  All fixed assets are purchased in the name of Population Council and used for the 

project. 

- - 
26. None of the fixed assets have been disposed off during the period of review. 

Consultants payment 

37 .  Appointment of consultants is duly approved and is supported by the consultant's 
agreement. 

3 8 .  The concerned project officials make payment to consultants after the execution 
of work by the consultants and due authorisation. 



I'reparation of Expense Report (ER) 

39. The India office prepares a consolidated expense report for all the projects as a 
 hole and after approval of the Regional Director sends it to the Head office by 
15"' of next month. 

30 The expenses are categorised project code and account code wise. They are 
reported on cash basis of accounting i.e. all payments made during the month are 
reported. 

41 The expenses paid through cheques are reported in the expense report directly 
from the bank vouchers as no bank book is maintained. 

32 The reporting is done both in rupee and USD equivalent. A monthly weighted 
average exchange rate is applied for conversion of the expenses to USD for a 
month. 

33. Following statements are sent to the Head office as a part of the monthly expense 
report for the India office. 

( 1 )  Statement of calculation of exchange rate 
(2) List of outstanding advances 
( 3 )  List of cheques outstanding 
(4) Bank reconciliation statement of both the accounts 
( 5 )  Statement of receipts and disbursements of the photocopies of the 

\~ouchers. 



APPENDIX - IV 
Schedule - 1 

FUND FLOW STA TEMENT 

Receipt of funds in the dollar 
bark account from the HO 

Expenditure 
from the dollar 

account 

Transfer to the rupee 
account based on 

requirement 

Expenditure in Rupees 
I 
f 

Preparation and 
submission of expense 
report to H.O. (Rupee 
expense converted in 
USD based on 

I calculated exchange I 
rate) 

I 



APPENDIX - IV 
Schedule - 2 

CASH PA YMENT SYSTEM 

Payment in advance (norn~ally 
Rs. 10000) by the Regional Manager 
(RIM) to the Administration 
Assistant (NA)  for incurrence of 
expenses 

Approval for incurrence of the 
expenses 

I Incurrence of the expenses 

I Checking of the bills by the A/A I 

Payment by the AIA and entry in the 
cash book on daily basis 

Submission of the cash expenses 
report by the M A  to the RIM on a 
monthly basis . 
Checking of the summary by the 
RJM and incorporation in the 
expense report on a monthly basis 

I 
Reimbursement of expenditure to 

h :  



APPENDIX - IV 
Schedule - 3 

BANK PA YMENT SYSTEM 

I Incurrence of the expenses I 

I Approval of the expenses by / 
the concerned officials I 

/ Submission of the bills to the / 
RIM for payment 

I 

Checking of the expenses by 
the RIM and preparation of 
the cheque 

I 

Preparation of the Bank 
payment voucher by the 
RIM 

Approval of the voucher by 
the Regional Director (RID) 
and authorisation of the 
cheque. 

Attachment of photocopy of 
the cheque with the voucher 

Updation of the expense 
report with the expenses as 

vouchers on a monthly basis 



APPENDIX - IV 

A CCO UNTING FOR EXPENSES 
Schedule - 4 

TRAVEL EXPENSES 

Filling up of the travel 
authorisation form by the traveller 

Approval of the form by the 
program officer 

I Subn~ission of the foml to the RIM I 
I for release of advance I 

I Release of advance by the RIM I 

I Entry in the advance ledger fomls I 

Actual travel and incurrence of the T 
I expenses I 

Submission of the travel expense 
by the traveller to the RM . 
Checking of the report by the RIM 
and final settlement of the travel 

-- 

Updation of the advance ledger 



International employee r 
f 

Salaries of these 
employees are 
managed, controlled 
and accounted for by 
the HO. No records 
are maintained in 
India 

APPENDIX - IV 
Schedule - 5 

Page 1 

SALARIES 

Locally hired employee 

1 
Preparation of the salary 
cheques by the AS on the 
basis of the scales 
mentioned in the 
appointment letters / the 
increment approvals. (on 
basis of the time sheets) 

Payment of the salaries I 
Deduction of the TDS and 
the PF components from 

salary 

Deposit of the TDS with ,XI 
I I 

Deposit the PF 
contributions with PF 

commissioner 



medical expenses upto 
Rs. 15000 

APPENDIX - IV 
Schedule - 5 

Page 2 

BENEFITS TO EMPLOYEES 

Submission of the bills 
to the RIM for claiming 

One month salary 
bonus in the month of 

I Payment of the amounts I 
(refer bank payment 
system for details) 



APPENDIX - IV 
Schedule - 6 

PROCUREMENT OF FIXED ASSETS (NXP PROPERTY) 
, 

Approval for purchase of the 
fixed asset obtained in the 

- 1 annual budget I 

justification form by the 

Approval of the form by the 

Placement of order 

Receipt and installation of the 
asset 

I Updation of inventory sheet 1 
Payment (refer bank payment 
system for details) . 



APPENDIX - XV 
Schedule - 7 

APPOINTMENT AND PAYMENT OF CONSULTANTS 

Ascertainment of the need of the 
consultant 

v 
Development of scope of work 
for the consultant 

Filling up of the consultant 
appointment form by the 
concerned program officer 

I Submission of the form along I 
I with the scope of work to the I 

Head Office for approval 
I Cl 

obtained by the Head Office 

Communication of the approval 
to the Delhi office 

4 
Preparation and issuance of the 
contract by the Head Office 

4 
Handing of the formal 
appointment letter to the 
consultant 

Execution of work c 
Submission of expense report by 
the consultant 

Approval of the report by the 
concerned program officer 



APk'Ei\ UkX - k \I 
Schedule - 8 

EXPENSE REPORT PREPARA TION 

Receipt of report of 
monthly cash expenses 1 from the AJA 

bank vouchers which 
identifies the expenses 
project code wise 

* 
Entry of the monthly 
expenses in the expense 
report format specified by the 
Head Office 

I + 
Calculation of the Rupee 
exchange rate using the 

I monthly weighted average / 

Conversion of the Rupee 
expenses in USD using the 

I 

Approval of the report by the L 
Submission to the Head office 




